Purpose -The deterministic role of various macroeconomic fundamentals on the attractiveness of countries to inflow of FDI is well documented in literature. The role of market size, infrastructural development, inflation and exchange rates differential have been supported as determinants of FDI direction. However, no documented study has benefited from diverse measures of institutional adequacy as presented in this study. The paper aims to discuss these issues. Design/methodology/approach -The paper adopts various econometric approaches that include descriptive statistics, fixed effects models, LM test of independence, feasible generalised least squares regression and SUR estimations. Findings -This study unveils the specific impacts and explanatory power of each of the variables along country lines, and the author compares the results of some emerging markets in Asia, Eastern Europe, and South America to some selected countries in Africa. Using data set from various sources over a period of 44 years in a seemingly unrelated regression environment, this study suggests that poor technological capability, inadequate political system, weak productivity gains are major deterrents to the attractiveness of African countries to inflow of FDI.
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As contained in Table I , the year 2010 has been particularly very good for most of the measures of global wealth. In that year, global GDP recuperated from 2009 loss of about 2 per cent and grew by 4.1 per cent; trade also rallied from 2009 loss of −10.6 per cent and grew by almost 13 per cent; while gross fixed capital formation convalesced from a loss of −3.5 per cent and grew by 5.7 per cent. For most of the other years, the percentage increase in inflow and stock of FDI has continuously outperformed other measures of global wealth.
Drivers of FDI
Studies (Kolstad and Villanger, 2008; Olney, 2013) have proposed and adopted different measures to explain the criteria adopted by MNCs when choosing offshore subsidiaries. While the divergence in methodologies applied has also yielded divergent results, there is an understanding that the determinants of attractiveness of countries to inflow of FDI varies widely along country/regional lines. However, most of the studies lend credence to the explanatory properties of capital productivity gain as a determinant of a country's attractiveness to inflow of FDI (Chakrabarti, 2003; Kok and Ersoy, 2009 ). In the opinion of Chung (2001) , MNCs act strategically when it comes to overseas expansion. Evidence of this strategic approach was buttressed in a few previous studies (Bruce and Chang, 1991; Robert and Papanastassiou, 1999) where it was found that investor motives are functions of favourable macroeconomic conditions.
The new thinking
Although, previous studies have emphasised the importance of institutional framework on FDI behaviour (especially in emerging economies) (Chakrabarti, 2003) , capital market development also have a high predictive ability, especially in the African context (Aregbeshola, 2016) . Conversely, practical realism suggests that some countries without institutional adequacy or fledgling capital markets have been attractive to FDI inflow at the expense of more relatively developed markets. While academic propositions serve as the theoretical basis for offshore expansion, realities defy categorical accuracy of the identified determinants, especially in many emerging economies. From the foregoing, it becomes important to expand existing literature on the determinants of the direction of FDI, especially by adopting more robust explanatory variables as well as revisiting the econometric approach. We therefore underpin this study with the costly state-verification model (CSV) of Townsend (1979) . According to Townsend, information arbitrage, which is a bye-product of poor disclosure depicts institutional weakness. The author further suggests that incidence of information arbitrage would reduce as markets develop, thereby reducing the cost of capital. In addition, enforceability of contracts and institutional efficiency are incorporated into this model by Kolstad and Villanger (2008) .
However, the historical trend of FDI flows to emerging markets suggests that most countries that attracted the bulk of FDI neither had strong institutional framework, nor efficient capital markets at the time. For instance, when the industrial revolution of China began in the early nineteenth century, evidence of institutional weaknesses was conspicuous and the capital market was fledgling (Puffer et al., 2009 ). In the face and depth of institutional weaknesses as well as infrastructural gap experienced, the country was considered attractive to FDI flow. A study of Russian economy during the early industrialisation periods supports the weakness in the explanatory power of institutional apparatus (Loungani and Mauro, 2001) , especially given that institutional deficiency in Russia did not hinder its attractiveness to inflow of FDI (Paul, 1982; Puffer et al., 2009) .
In Latin America, Brazil witnessed noticeable levels of FDI inflow into the public sectors both prior and after the Second World War. The service sector also benefited, -12-2017-0313 AJEMS in spite of the conspicuous weaknesses in macroeconomic fundamentals in the economy (Taylor and Buranelli, 2007) . At a point, at least 400 of the 500 largest global MNCs that originated from the USA, Canada and the UK invested in infrastructure development of Brazil (Baer and Rangel, 2001, p. 95) . It must be recalled that Brazil witnessed one of the highest levels of inflation in history, and the process of reversing its effects hampered labour market efficiency that is considered important to attract FDI by Durevall (2012) , as well as Olney (2013) . Further, corruption was rife and FDI flew into Brazil in the face of unchequered graft (Taylor and Buranelli, 2007) . The experience of Mexico was also similar, where a series of macroeconomic instabilities created infrastructural gap, which did not discourage the attractiveness of Mexico to inflow of FDI (Aizenman, 2003) . The socio-political and economic arrangements of countries synoptically surveyed above are not very different from the case of African countries over the past decades. However, while countries discussed in the preceding paragraphs have continuously been attractive to inflow of FDI, countries in Africa have failed to garner such strength of attractiveness. It is therefore important to expand academic searchlight beyond the established measures of institutional efficiency and the attractiveness of countries (especially countries in Africa) to FDI flow, which is the main contribution of this study to the body of academic literature, coupled with the expanded econometric approach and our conceptual distinction.
To that extent and in conjunction with Townsend's CSV model, we adopt Mill's Method of Residue (Mill, 1854) . This model proposes that residue factors that have not been tested in the previous studies may better explain the real phenomenon. The model further suggests that the linkage between cause and effects do vary widely between and among contextual considerations. The model is deemed appropriate in this study as we juxtapose the intricacies of the attractiveness of developing countries in Asia, South America and Eastern Europe with African countries. The study strives to uncover other factors or processes that may explain weak attractiveness of emerging markets, especially those in Africa, to FDI inflow as compared to the other emerging markets.
Research approach
This study is set out to investigate the extent to which various institutional elements determine the attractiveness of countries in emerging markets to FDI inflow. To gauge the strength of institutional adequacy proposition documented in literature, we analyse the attractiveness of China, South Korea, India, Russia, Brazil, Mexico and major economies in Africa (Nigeria, South Africa, Egypt and Kenya). The choice of these economies is based on their attractiveness to inflow of FDI, coupled with being the regional economic powerhouses. Documented evidence (UNCTAD, 2016) identifies these economies as the consistently largest recipients of FDI in their geographical categories over the past decades.
To investigate the explanatory power of institutional apparatus, we modify the methodological approach of Asiedu and Lien (2011) . In the investigation of possible role of political system and resource endowment on FDI inflow, these authors adopted a linear dynamic panel-data model. In their estimation, attempt was made to distinguish between institutional efficiency and democratic rules, and they focussed their study on the latter (and expanded by Olney, 2013 ) -in contrast to the focus of this study on the former.
In this study, we benefit from the measures of institutional efficiency such as polity score (Polity), corruption perception (Corpt), regulatory quality (Rglql) and the rule of law (Lawrl) to capture the efficiency and strength of state's regulatory instrument (Laeven and Majnoni, 2004) . Our models include poverty rates/prevalence (pvrty) and civil liberty (Civbt). We included poverty and civil liberty in our models because of ideological proposition that poverty and civil liberty are strong indicators of human development and social peacefulness (Sen, 1999) , which are essential to attract FDI inflow.
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Further, we introduced trade openness (Trdop) to test the support of government for FDI attraction (Olney, 2013) , as well as inflation (Inflt) and measures of exchange rates volatility (Exgrt) to gauge macroeconomic fiscal and monetary stability (Ayaydin and Baltaci, 2013) In addition, we adopted gross fixed capital formation (Gfcfm) and telephone lines (Tlphl) as measures of infrastructural development (Laeven and Majnoni, 2004; Lee and Chang, 2009) . It is proposed that the formation of these expansive models that have been underrepresented in previous studies may help uncover the real (as well as the strength of the) determinants of FDI inflow to some of the leading emerging economies in Asia, Eastern Europe and South America as opposed to the experience of leading economies in Africa. The full definition and sources of data set are presented in Table AI .
The data and variables
As indicated in the previous paragraphs, the variables used in this study have been used in some of the previous studies. However, there is no single study that has included all these variables as measures of country's attractiveness to inflow of FDI. The robustness of this study is primed on the depth of explanatory (and control) variables employed, the methodological strength as well as the richness in the scope of the study (with specific reference to comparing various emerging markets against some countries in Africa).
The dependent variable is stock of FDI as a percentage of GDP as adopted in some previous studies (Alfaro et al., 2004; Asiedu and Lien, 2011) . Although, the stock of FDI has been used by some authors (Bénassy-Quéré et al., 2007) , the GDP imperative is considered suitable because it captures the contribution of FDI to the GDP of economies under consideration. The independent variables are a pool of measurable indicators of institutional adequacy and capital productivity gains as suggested in the preceding paragraphs, which include civil liberty (Civbt) and freedom from corruption index (Corpt). Civil liberty measures the level of respect for human rights, while freedom from corruption index measures the extent to which the civil servant solicits illegal payment/bribes before discharging their official duties. We also tested the impact of respect for the rule of law (Lawrl) in our estimations. Respect for the rule of law is considered important as a measure of separation of powers between the tiers of government, as well as an indication of institutional efficiency.
The data generation exercise was very challenging, especially because the data set was generated from various sources. For instance, the data for FDI, exchange rates, fixed telephone subscriptions per 100 people, inflation and gross fixed capital formation were extracted from the World Development Indicators (World Bank database). Indices such as polity score was extracted from Centre for Systemic Peace (INSCR), while civil liberty was extracted from Freedom House database. Further, we extracted data set for poverty level from Brookings Global Data for Indices, while the data set for freedom from corruption was extracted from index of economic freedom (Econ Stats).
In addition, data set for regulatory quality and the rule of law were extracted from the World Governance Indicators, and trade openness was extracted from Economic Freedom of the World database. The data generating exercise was compounded by the fact that data set for Russia is only available from 1992 onward, and the 1970-1991 were generated through standard derivative approach from USSR data set on assumption that it was the largest economy in the Union. It is also important to note that most of the models exhibited a few missing units. To achieve balanced panel [1] , five-year moving averages ( forward and backward -as the case may be) were adopted.
Baseline regression
This study is set out to examine the deterministic properties of institutional variables to inflow of FDI in selected emerging economies. We specifically compare the importance of The machination of foreign direct investment 'This article is © Emerald Group Publishing and permission has been granted for this version to appear here (please insert the web address here). Emerald does not grant permission for this article to be further copied/distributed or hosted elsewhere without the express permission from Emerald Group Publishing this set of variables on FDI behaviour in African countries to the more attractive emerging markets. To achieve this objective, we remodel Asiedu and Lien's (2011) benchmark model:
where FDI is stock of FDI as a percentage of GDP; INST represents institutional variables; and X represents control variables; i denotes countries and t represents time; εit is the error term.
To estimate the baseline equation, we first conduct descriptive statistics to establish the distribution pattern of the data as part of our diagnostic approaches. From this analysis, we considered Skewness and Kurtosis, as well as the Jarque-Bera statistics. These measures are emphasised as the basic indicators of distribution pattern, which is an important assumption in statistical analyses. The result of the descriptive statistics is presented in Table II .
According to Table II , the test of normal distribution for all the variables is statistically significant at 1 per cent. In exception of inflation (Inflt), trade openness (Trdop), and freedom from corruption index (Corpt), the rest variables exhibit moderate dispassion from the mean. The skewness and Kurtosis statistics suggest moderation (both negative and positive). Further, the Jarque-Bera statistics reflect some moderation for most of the variables, more specifically, the indices. In the face of weak traces of skewness in the data behaviour, we do not reject the null hypothesis of normal distribution, essentially given the statistical significance of all the variables at 1 per cent.
Empirical models
Two separate models are estimated. The first model estimated is model 2, which is the augmented form of the baseline model that incorporates the measurable indicators of the regulatory formulation. This model tests the impact of regulatory quality on the attractiveness of the sampled countries to inflow of FDI. In that model, we introduced civil liberty, rule of law, regulatory quality and combined polity score. In addition, we retained trade openness as measures of trade liberalisation as well as telephone lines as a measure of technological advancement -both as control variables. Telephone lines is preferred to mobile penetration because it supports better internet speed through local area network, which is more secure and faster than Wi-Fi connectivity (Huang and Wang, 1995; Horak, 2007) . Equation (2) is presented as follows.
Model on regulatory formulation:
Model 3 tests the interaction of capital productivity gains and attractiveness of countries to inflow of FDI. To achieve this, we augment the production function of Cobb and Douglass (1928 -12-2017-0313 In the original model, these authors suggested that optimal production system yields more than arithmetic increase in resource combination. In that thesis, it was further suggested that optimal utilisation of labour and capital creates superior output and utility. Through our remodel exercise, we included measures of exchange rates volatility, freedom from corruption, gross-fixed capital formation, headcount ratio of population living on less than US$5/day (prevalence of poverty), and consumer price index. We further retain trade openness and number of fixed telephone subscriptions per 100 people as done in model 2. Building institutional dimension into the Cobb and Douglass model, we propose the following production function. Remodelled production function (Cobb and Douglass, 1928) : 
To start with, we conducted an analysis of Equation (2). Estimating Equation (2) may trigger autocorrelation and endogeneity among the explanatory variables. To eliminate such errors, we first conduct fixed effects (within) estimation. The result of the regression analysis is presented in Table III . The model fitness test, as depicted by the p-value (0.000) and the rho statistics (0.988), are clear indications that the model exhibits high predictive ability, and there is weak possibility of autocorrelation in the estimation. On the explanatory power of each variable, the analyses contained in Table III suggest that four of the six variables estimated are statistically significant at 5 per cent. According to the analyses, civil liberty, rule of law, polity and trade openness play strong deterministic roles in the attraction of FDI to the sampled countries. We test for cross-sectional dependence in the series using the Breusch-Pagan LM test of independence in order to further test for endogeneity in the series. The result of the analyses is presented in Table IV .
The analysis contained in Table IV suggests strong cross-sectional dependency in the series. For instance, the cross-dependence between Russia and India is 87 per cent; India and Mexico 64 per cent; Russia and Mexico 62 per cent; China and India 55 per cent; China and Russia 53 per cent; Russia and Egypt 45 per cent; Brazil and China 41 per cent; 34 per cent between Brazil and Mexico/South Korea; and 27 per cent between Brazil and Nigeria. This is not surprising given the extent of bi/multilateral arrangements between and among the sampled countries. For instance, five of the countries sampled belong to the BRICS multilateral trade group. Further, all the African countries belong to the African Union, while Brazil and Mexico have strengthened their bilateral arrangement. As a result of the The machination of foreign direct investment
Notes: SE adjusted for 3 clusters in I; fraction of variance due to u_i cross-sectional dependency, we cannot adopt generalised method of moments (GMM) as done in previous studies (Alfaro et al., 2004; Olney, 2013) , because the GMM approach assumes cross-sectional independence.
In specific, the ground-breaking work of Parks (1967) emphasised the superiority of feasible generalised least squares (FGLS) over other approaches in this specific instance. More importantly, Baltagi (2008) improves on the work of Hicks (1994) as well as Kmenta (1986) in emphasising the weakness of GMM in estimating data set with strong crosssectional dependency/heteroscedasticity. It must be pointed out therefore, that the FGLS estimation technique is superior in estimating data with fixed effects properties with possibility of autocorrelation in the series. Furthermore, we estimated our models within the valid instrumentation environment to accommodate possible endogeneity. The result of the estimation is presented in Table V. According to Table V , the goodness of fit test is significant with high predictive ability, and the probability statistics of the Wald Test is significant at 1 per cent. Looking at individual variables, five of the six explanatory variables are statistically significant at 1 per cent and they all inversely related to inflow of FDI, save for regulatory quality (Rglql) that exhibit proportional progression. In specific, civil liberty, rule of law, polity, trade openness and technology are all statistically significant with strong antithetical coefficients.
In practical terms, the inverse response of rule of law, trade openness and technology are indicative of need for institutional reform and technological improvement. That is, a noticeable improvement in the outlook of these indicators may improve the attractiveness of the sampled countries to inflow of FDI. This is in line with the findings of Rajan and Alfaro et al. (2004) where institutional efficiency was found to expressed strong deterministic properties in the attractive of countries to inflow of FDI. In addition, civil liberty and regulatory quality are proportionally related to FDI. This suggests that the more improved these countries are on improving their regulation as well as civil liberty, the more attractive to FDI they may become.
Although, the FGLS regression suggests deterministic possibility in a pooled estimation, it is considered important to measure the importance and strength of these variables on country-by-country basis. As such, we conduct a seemingly unrelated regression (SUR), which is considered very appropriate based on its superior estimation properties and accuracy in uncovering specific effects of variables on individual countries ( Jönsson, 2005) . The summary of the SUR estimation is presented in Table AII , while the result of the country-specific SUR estimation is presented in Table VI .
From Table VI , it is evident that civil liberty plays a statistically significant role in the attractiveness of countries like Brazil, Mexico, Nigeria and Russia to inflow of FDI. This negates the findings of Asiedu and Lien (2011) where weak democratic values (or poor civil liberty) is found to attract inflow of FDI. However, the impact of this variable on the attractiveness of China to inflow of FDI is weak. Further analysis suggests that respect for the rule of law is important as a driver of inflow of FDI to Nigeria and South Africa, but not for Kenya. Respect for the rule of law also influences the attractiveness of India inflow of FDI, albeit weakly. This result negates a number of leading previous studies (such as La Porta et al., 2000; Rajan and Zingales, 2003; Laeven and Majnoni, 2004; Kok and Ersoy, 2009) where rule of law is found to play a strong deterministic role in the attractiveness of countries to inflow of FDI.
Another interesting discovery is that regulatory quality is only statistically significant in Russia and South Africa. This finding validates the thesis of Mill's method of residue, in that this variable has largely been ignored in most of the previous studies, of which a few were mentioned in the previous paragraph. Most of the previous studies focussed on regulatory weaknesses (such as the rule of law) rather than the quality of the regulations. In addition, the analysis suggests that polity is only statistically significant in the attractiveness of Mexico to inflow of FDI. This finding once again, negates the findings in previous studies (Paul, 1982; Baer and Rangel, 2001; Loungani and Mauro, 2001; Taylor and Buranelli, 2007; Puffer et al., 2009; Durevall, 2012) , where countries such as Brazil, China, India and Russia were found to be attractive to inflow of FDI in the face of their apparent institutional weaknesses.
The two control variables (trade openness and fixed telephone lines) play statistically significant roles. In the trade openness model, we found a strong deterministic impact on the attractiveness of Brazil, Egypt and India to inflow of FDI. The same can be said of South Africa and South Korea. The finding confirms the documented relationship between economic openness and attractiveness of countries to inflow of investment (UNCTAD, 2016). The finding further buttresses the thesis of Townsend's (1979) SVM, essential communication costs within the purview of market efficiency. Here, information arbitrage created by weak trade openness is found to inversely affect the attractiveness of closed economies like China, Egypt, Kenya, Mexico, Nigeria and Russia. In the technology model, we found strong technological capability in Brazil, China, Egypt and Russia help these economies to attract FDI far more than in Nigeria where such capability is lacking.
Analysis of the third model begins with the fixed effects regression, with Haussmann test. This is conducted to influence our choice of either random or fixed effects. The result of the analysis is presented in Table VII. According to Table VII, the goodness of fit test suggests that fixed effect model is preferred with the ρ statistics of 0.9. The explanatory power of the fixed effects model is also supported by the p-value that is statistically significant at 1per cent. Looking at individual variables, three of the seven variables used are statistically significant. In specific, the gross FDI: 1970 FDI: -2014 'This article is © Emerald Group Publishing and permission has been granted for this version to appear here (please insert the web address here). Emerald does not grant permission for this article to be further copied/distributed or hosted elsewhere without the express permission from Emerald Group Publishing DOI to the article: https://doi.org/10.1108/ AJEMS-12-2017-0313 The machination of foreign direct investment
Notes: SE adjusted for 3 clusters in I; fraction of variance due to u_i fixed capital formation model indicates direct and positive relationship with FDI, albeit with weak coefficient. Conversely in the poverty, we found a strong inverse relationship with FDI, while trade openness model also indicates statistically significant but weak coefficient. This analysis suggests that weak productivity gains informed by poverty does discourage flow of FDI in the pooled estimation. To ally the fear of autocorrelation and endogeneity, we conduct cross-dependence estimation as done for the other models and the result is presented in Table VIII . Table VIII documents the possibility of cross-sectional dependence in the series. For instance, there is a cross-sectional dependency of 52 per cent between Egypt and Russia; 50 per cent between Mexico and South Africa; 46 per cent between Brazil and China; 39 per cent between India and Russia/Egypt; 21 per cent between Brazil and Nigeria; and 20 per cent between Brazil and Egypt. This cross-sectional dependency suggests the possibility of autocorrelation across cross-sections, which influences our decision to adopt FGLS (in tandem with the previous estimations). The result of the regression analysis is presented in Table IX .
From Table IX 'This article is © Emerald Group Publishing and permission has been granted for this version to appear here (please insert the web address here). Emerald does not grant permission for this article to be further copied/distributed or hosted elsewhere without the express permission from Emerald Group Publishing AJEMS formation and purchasing power (market size) as determined by poverty level. These findings are in line with previous studies (Alfaro et al., 2004) . Conversely, instruments of trade restriction and low technological capability are found to negatively influence the attractiveness of sampled countries to inflow of FDI. Surprisingly, corruption and inflation appear not to influence investors' decisions. This negates the finding of La Porta et al. (2000) wherein corruption was found to play a strong deterministic role in country's attractiveness.
To determine the specific impact of these variables on each of the countries under consideration, the SUR estimation is repeated in this model. The summary of the estimation is presented in Table AIII , while the result of the estimation appears in Table X .
From the table, we found strong evidence in support the positive explanatory properties of exchange rates on inflow of FDI to Brazil, India, Russia and Nigeria, while other countries in our sample are found to be less reactive. Further, corruption is found to discourage the attractiveness of South Korea to inflow of FDI, whereas it augments the attractiveness of China and Nigeria very strongly. Evidence also suggests that infrastructural development positively influences the attractiveness of Brazil, Egypt, Russia and South Korea to inflow of FDI, while the poverty level in India, Russia and South Africa appear to be a strong deterrent to inflow of FDI. Conversely, prevalence of poverty evidently augments FDI attractiveness of Nigeria. This finding is in line with the study of Taylor and Buranelli (2007) where strong correlation was established between graft and attractiveness of Brazil to FDI inflow. However, in the face of this congenial similarity, Nigeria remains unattractive to industrial-orientated FDI.
Further, inflation is found to hinder the attractiveness of Brazil to inflow of FDI as found by Alfaro et al. (2004) , while it augments the attractiveness of India. In addition, lack of trade openness in Brazil and Russia (and in all African countries, save for South Africa) negatively influences their attractiveness, while such liberalisation augments the attractiveness of Mexico, South Africa and South Korea. Similarly, technological advancement in Brazil and China are strong positive enhancers of the attractiveness of the countries to inflow of FDI, while low technological capacity of African countries constricts their attractiveness in this regard.
Conclusion and policy implications
This study was set out to investigate the determinants of FDI inflow to some emerging markets. The study benefit from diverse institutional variables, most of which has been ignored in previous studies. In addition, we remodelled Cobb and Douglass production function to capture productivity gains as a possible determinant of countries' attractiveness to FDI inflow. The study is particularly important because it did not only -12-2017-0313 AJEMS cover the largest emerging economies globally, the sample is widely representative of emerging markets globally. In addition, the methodological novelty of the study is distinctive from documented literature. From the analyses, regulatory model suggests that moderate civil liberty is required to attract inflow of FDI. This is particularly true for all the emerging markets in our sample. This finding is indicative that government efforts towards the improvement of this important fundament human right would improve the attractiveness of these emerging economies, especially countries in Africa, to FDI inflow. Further evidence from the model suggests that Africa is largely backward technologically, which discourages inflow of FDI to most of the African countries in our sample; which necessitates technological capacity building to improve the attractiveness of countries like Nigeria to FDI inflow. Furthermore, the capital gains model reiterates the importance poverty alleviation interventions in order to improve the purchasing power of the people and ultimately improve the attractiveness of a country like South Africa to FDI inflow.
This study also suggests that African countries should liberalise their markets to attract FDI. Trade liberalisation that is underpinned by expansive industrialisation, has been economically viable in India, China and Brazil. This is a good indication that Africa may achieve economic growth through a well-guided liberalisation agenda. The need for infrastructural development in Africa is also recorded towards attracting FDI through capital-gains nexus, lending from South Korea, Russia and Brazil. In conclusion, Emerging African economies may develop and alleviate poverty through institutional reinforcement and enhancement of productivity capital gains in a way that improves their attractiveness to FDI inflow. Note 1. Estimations in balanced panel environments are largely more stable than in unbalanced panels (Baltagi, 2008 Inflation as measured by the annual growth rate of the GDP implicit deflator shows the rate of price change in the economy as a whole. The GDP implicit deflator is the ratio of GDP in current local currency to GDP in constant local currency Polity score This is a general institutionalized authority traits that characterize Centre for Systemic a distinct polity (a polity distinguished by distinct and identifiable Peace (INSCR) regime changes at both its inception and its termination); noticeable changes in authority traits during the lifespan of a distinct policy -A polity that cannot exercise relatively effective authority over at least 50 per cent of its established territory is necessarily considered to be in a condition of "state failure" Civil liberty Countries and territories are ranked based on the extent to which they enjoy a wide range of civil liberties, including freedoms of expression, assembly, association, education, and religion. They have an established and generally fair legal system that ensures the rule of law (including an independent Freedom house (continued ) Freedom from corruption
The extent to which incidence of corruption is tamed. The index Index of Economic measures the incidence and prevalence of corruption, especially Freedom (Econ Stats) the possibility of government officials soliciting illegal payment or bribes before they discharge their official duties Regulatory quality Regulatory quality captures perceptions of the ability of the government to formulate and implement sound policies and regulations that permit and promote private sector development
World governance indicators
Rule of law Rule of law captures perceptions of the extent to which agents have confidence in and abide by the rules of society, and in particular the quality of contract enforcement, property rights, the police, and the courts, as well as the likelihood of crime and violence Property rights Property rights, including financial assets as clearly and strongly defined in related laws. The extent to which these rights are recognised and protected by law Economic Freedom of the World
Strength of legal rights
Strength of legal rights index measures the degree to which collateral and bankruptcy laws protect the rights of borrowers and lenders and thus facilitate lending. The index ranges from 0 to 12, with higher scores indicating that these laws are better designed to expand access to credit 
